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ANNUAL REPORT TO THE SHAREHOLDERS 


Notwithstanding the difficult economic conditions prevailing in Canada during 1976 and the challenging 
business conditions that accompanied a hesitant economy, the performance of the Company and its subsidiaries 
remained satisfactory. 


OPERATING RESULTS 


Although sales during the year increased approximately 16% to $71,593,598 consolidated net earnings of 
$1,660,440 were down 21% from the $2,092,376 earned in the previous year. With the growth rate in construction 
spending on the decrease, the down turn resulted in keener competition in pricing. Accordingly, earnings did not keep 
pace with sales and were further affected by continued increases in operating expenses. However, certain unprofitable 
operating centres have been eliminated and this is expected to improve earnings during the current year. 

As a result of the capital reorganization which became effective November 18, 1976 the 119,900 previously 
outstanding Class A shares of the Company were converted into 263,780 common shares and the 150,100 previously 
outstanding Class B shares of the Company were converted into 300,200 common shares. In the result there are now 
563,980 common shares outstanding out of a total authorized capital of 1,000,000 common shares. After giving effect 
to the reorganization earnings per common share were $2.95 compared with $3.71 the previous year. Dividends paid 
during the year amounted to 93 cents per common share and were tax free in the hands of the shareholders. 


EXPANSION 


A new Distribution Centre was recently completed at Langley, British Columbia to better service the Company’s 
customers and branches in the Province of British Columbia. The continued growth of the Alberta market has made it 
necessary to provide additional space for the operations of the main Edmonton branch. To achieve this approximately 
30 head office employees will be moved into a new building now nearing completion which will be leased by the Company. 
It is expected that this move will be completed prior to the end of June. 


OUTLOOK 


While economic expectations for the year ahead are for modest growth only and national forecasts in the 
construction industry are not encouraging, a number of areas in which the Company operates continue to be very active 
and we anticipate another satisfactory year. 


DIRECTORS 


During the year Mr. L.C. Reise retired as a senior officer of the Company and will not be standing for re-election 
at the annual meeting. The Board wishes to acknowledge his loyal service to the Company during the years of its 
greatest development and growth. 


GENERAL 


We acknowledge with appreciation the loyalty and support of our customers and suppliers. We are indebted 
to all employees for their continuing contributions to the overall strength and success of the Company. 


On behalf of the Board of Directors 


President Executive Vice President and Treasurer 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended January 31, 1977 
(with comparative figures for 1976) 
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CONSOLIDATED STATEMENT OF RETAINED 


Year ended January 31, 1977 
(with comparative figures for 1976) 
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Western Supplies Limited 


EARNINGS 


See accompanying notes to consolidated financial statements. 
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On behalf of the Board: 
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See accompanying notes to consolidated financial statements. 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 
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Western Supplies Limited 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year ended January 31, 1977 
(with comparative figures for 1976) 


Funds provided: 
From operations: 


1977 


Net earnings before extraordinary Item -......2.......2..2.2-c2ccecececeeeeeeeceeeeeeeseeten eee $ 1,660,440 
Add charges not requiring working capital 020.2... eee eee 291,163 
Funds: provided byoperations: ssc ee ee 1,951,603 
Proceeds from sale of Tand'..:f25 eo ee ee ee ee ee are ee — 
Proceeds from disposal of property, plant and equipment ...........-.-.--..--.------- 13,783 
Proceedsifrom: long-term: Dank JOA tc argc ete eee 1,100,600 
Reduction in agreement for sale receivable ..c.cc kocsis cece eet cnet eee ceeeel 120,491 
Otero: 2 5 tEaen es 8 ae ee Ae me ee AY Oe) Ue ce ae oe ee 2G 
Total:funds provided se oo a eee eee eee 3,214,378 

Funds used: 
Purehase of property, plant and equipment: 2 eee 1,805,928 
Reduction of long-term dept? G2 05 ee 270,433 
Dividends: iis. te or Fie CR ee fee ee ee ea 523,791 
Tax paid on-undistributed@ income «22.25 is ee 91,785 
Investment in agreement for sale receivable 2.22.22... cceeeeeeeeeeeeeeeeeeeee eres -— 
Total funds: used 22 2 xe eo ee ee 2,691,937 
Increase in.working capital oe ee ee eee 522,441 
Working capital _atibeginning Ot year ot ee ee 9,935,055 
Working xapitalatendof.year’. 05.2) no ee ee ere $ 10,457,496 


See accompanying notes to consolidated financial statements. 
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Western Supplies Limited 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
January 31, 1977 


1. Significant accounting policies: 
(a) The consolidated financial statements include the accounts of all subsidiary companies. All material intercompany transactions have 
been eliminated. 


(b) Property, plant and equipment is carried at cost, less accumulated depreciation and amortization. The company uses the declining 
balance method to provide depreciation over the estimated useful lives of the fixed assets. Depreciation rates for the more significant 
items are set out below: 


Brick buildings 5% Furniture, fixtures and 
Frame buildings 10% other equipment 20% 
Automotive equipment 30% 


(c) The company is following the policy of amortizing goodwill, arising on the acquisition of subsidiary companies, equally over a period 
of twenty years. 


(d) The company has a pension plan covering its employees. It is the policy of the company to fund pension costs on a current basis. 


2. Bank loans: 

The bank loans are secured to the extent of $4,500,000 by a first floating charge on all assets and undertakings, and by assignment of 
accounts receivable and fire insurance on stock and fixtures. The company has signed demand notes covering all-bank loans but the 
bank has agreed that, under normal circumstances, a portion of the loans will be payable over a ten year period. Accordingly, that 
portion of the bank loans has been classified as long-term debt. (note 3). 


3. Long-term debt: 
Long-term debt consists of: 


1977 1976 
SVOMIOLE TAY AOC eee Ree ar rE eae e etre eer er Wiebe cde satan pCa nnn eee. SUS e Sse $ 60,000 120,000 
Agreement and mortgages payables. tne i aL alee ee ee 176,596 184,179 
SAN KealenmnlOaITi OLE VA) eer neste eee se ene i IY PB eg Pee ee See eee a et 2,235,900 1,289,500 
2,472,496 1,593,679 
Deducthcurrentimatunitiesss sts kr ee Sin ee a Sule eae see el I Re 268, 150 219,500 
$ 2,204,346 1,374,179 


4. Share capital: 

During the year the shareholders of the company approved a capital reorganization under which the issued Class A and B shares outstanding 
before the reorganization were converted into common shares. As a result, 119,900 Class A shares were converted into 263,780 common 
shares, 150,100 Class B shares were converted into 300,200 common shares, and the authorized capital was amended so that the 
company is now authorized to issue 1,000,000 common shares without nominal or par value for a maximum consideration of $1,200,000. 
At January 31, 1977, 563,980 common shares without nominal or par value were outstanding. 


Earnings per share for the year ended January 31, 1976 has been restated giving retroactive effect to the capital reorganization 
referred to above. 


5. Remuneration of directors and senior officers: 
Fees and other remuneration of directors and senior officers totalled $621,422 for the year ended January 31, 1977 ($603,392 in 1976). 


6. Commitments: ; 
The company has entered into lease agreements for warehouse premises covering terms varying from one to twenty years. Rental payments 
amounted to approximately $517,000 for the year ended January 31, 1977. 


Estimated cost to complete buildings under construction at January 31, 1977 is $600,000. 


7.  Anti-Inflation Act: ; : ; es 
The company and its subsidiaries are subject to the Federal Anti-Inflation Act and Regulations. As a result the companies’ ability to increase 
prices, profit margins and compensation, and to pay dividends is restricted. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Western Supplies Limited as at January 31, 1977 and the consolidated statements 
of earnings, retained earnings and changes in financial position for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at January 31, 1977 
and the results of its operations and the changes in its financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Maat, (Tarnith,, (DRALe Cr. 


Chartered Accountants 


Edmonton, Canada 
March 29, 1977 


Western Supplies Limited and Subsidiaries 


FIVE YEAR SUMMARY 
(In THOUSANDS of DOLLARS except net earnings per share) 


INCOME STATISTICS 4977 1976 1975 1974 1973 
Sales” she ner ve ha ee Re Sic ee ere § oe 1,504 61,670 60,752 44,713 32,908 
Earnings before income taxes .............-- . 3,380 3,972 5,828 3,587 1,170 
Income taxes ors coerce tana vahanee ance : 1,720 1,985 3,088 1,838 573 
Netiearmings;(Seenote)eaat sen aac eter . - 1,660 2,092 (2) 2,740 1,749 806 (1) 
Per share (see: note)’ 22.414 oe ee $ : 295 3.71 (3) 4.86 (3) 3.10 (3) 1.43 (3) 
DIVIGENIS ss aia sue nate tae ere een he / 524 473 371 270 202 
BALANCE SHEET STATISTICS @ 1977 1976 1975 1974 1973 
Current ASS (Ss. see se. eae eae : 24,286 23,271 18,399 16,619 11,301 
CurrentitA BILD Spa. neo tc uo ce reenter : 13,829 13,336 10,338 10,524 6,619 
Working @APIT AI sone ne vec remer aera ene 10,457 9,935 8,061 6,095 4,682 
Ratio of current assets to current liabilities ... : _ - 18 17 1.8 1.6 say! 
Eixed assets (net) «cnc si nen wares y ; 3460. 1,803 1,843 JI LSSi 1,238 
Long term debthyn’ then. ona eee ne Z 204 1,374 1,126 744 905 
Totalshareholders equity seule sumer cence 1197 10,932 9,397 ymee! 5,650 


(1) NET EARNINGS FOR 1973 INCLUDE EXTRAORDINARY EARNINGS OF $209,000 
(2) NET EARNINGS FOR 1976 INCLUDE EXTRAORDINARY EARNINGS OF $105,000 


(3) EARNINGS PER SHARE FOR 1976 AND PRIOR YEARS HAVE BEEN RESTATED 
GIVING RETROACTIVE EFFECT TO THE 1977 CAPITAL REORGANIZATION. 
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